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 i  •  Course Information

AGE OF AGILE: ORGANIZATIONAL CULTURE AND 
THE TRAP OF SHAREHOLDER VALUE

Companies that embrace Agile management can deliver instant, intimate, frictionless value on a large 
scale. Topics covered in this course include the need to change an organizational culture in order to be 
Agile and identifying the pitfalls of managing by shareholder value. 

LEARNING ASSIGNMENTS AND OBJECTIVES 

As a result of studying each assignment, you should be able to meet the objectives listed below each 
individual assignment.

SUBJECTS

Chapter 1: Changing The Organizational Culture
Chapter 2: The Trap Of Shareholder Value

Study the course materials from pages 1 to 52
Complete the review questions at the end of each chapter
Answer the exam questions 1 to 10

Objectives:

• Recognize the need to change an organizational culture in order to be Agile.
• Identify the pitfalls of shareholder value.
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NOTICE
This course and test have been adapted from supplemental materials and uses the materials 
entitled The Age of Agile, © 2018 Stephen Denning. Displayed by permission of the publisher, 
John Wiley & Sons, Inc., Hoboken, New Jersey.

Limit of Liability/Disclaimer of Warranty: While the publisher and author have used their best 
efforts in preparing this book, they make no representations or warranties with respect to the 
DFFXUDF\�RU�FRPSOHWHQHVV�RI�WKH�FRQWHQWV�RI�WKLV�ERRN�DQG�VSHFL¿FDOO\�GLVFODLP�DQ\�LPSOLHG�
ZDUUDQWLHV�RU�PHUFKDQWDELOLW\�RU�¿WQHVV�IRU�D�SDUWLFXODU�SXUSRVH��1R�ZDUUDQW\�PD\�EH�FUHDWHG�
or extended by sales representatives or written sales materials. The advice and strategies 
contained herein may not be suitable for your situation. You should consult with a professional 
ZKHUH�DSSURSULDWH��1HLWKHU�WKH�SXEOLVKHU�QRU�DXWKRU�VKDOO�EH�OLDEOH�IRU�DQ\�ORVV�RI�SUR¿W�RU�DQ\�
other commercial damages, including but not limited to special, incidental, consequential, or 
other damages.

The End User shall be permitted to use the Licensed Content for internal purposes only and 
not for resale or distribution. The Licensed Content is provided on an “as is” basis and with-
out any warranties of any kind, express or implied. CCH INCORPORATED AND ITS LICEN-
SORS AND AFFILIATES DISCLAIM ALL WARRANTIES WITH RESPECT TO THE LICENSED 
CONTENT, EXPRESS OR IMPLIED, INCLUDING BUT NOT LIMITED TO, WARRANTIES 
OF MERCHANTABILITY, FITNESS FOR A PARTICULAR PURPOSE, NON-INFRINGEMENT, 
TITLE, QUIET ENJOYMENT AND INFORMATION COMPLETENESS, CURRENCY OR AC-
CURACY.

End User assumes all responsibilities and obligations with respect to the selection of the Li-
censed Content to achieve End User’s intended results. End User assumes all responsibilities 
and obligations with respect to any decision or advice made or given as a result of the use or 
DSSOLFDWLRQ�RI�WKH�/LFHQVHG�&RQWHQW��&&+�DQG�LWV�OLFHQVRUV�DQG�DI¿OLDWHV�DUH�QRW�HQJDJHG�LQ�WKH�
rendering of legal, accounting, tax or other professional advice or services. If legal, accounting, 
tax or other expert assistance is required, the services of a competent professional should be 
sought.

This course is sold with the understanding that the publisher is not engaged in rendering legal, 
accounting, or other professional advice and assumes no liability whatsoever in connection 
with its use. Since laws are constantly changing, and are subject to differing interpretations, we 
urge you to do additional research and consult appropriate experts before relying on the infor-
mation contained in this course to render professional advice.
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Program publication date 6/20/2018
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EXAM OUTLINE

• TEST FORMAT: 7KH�¿QDO�H[DP�IRU�WKLV�FRXUVH�FRQVLVWV�RI����PXOWLSOH�FKRLFH�TXHVWLRQV�
DQG�LV�EDVHG�VSHFL¿FDOO\�RQ�WKH�LQIRUPDWLRQ�FRYHUHG�LQ�WKH�FRXUVH�PDWHULDOV�

• $&&(66�),1$/�(;$0��/RJ�LQ�WR�\RXU�DFFRXQW�DQG�FOLFN�7DNH�([DP��$�FRS\�RI�WKH�¿QDO�
exam is provided at the end of these course materials for your convenience, however you 
must submit your answers online to receive credit for the course.

• /,&(16(�5(1(:$/�,1)250$7,21��7KLV�FRXUVH�TXDOL¿HV�IRU�2 CPE hours.

• PROCESSING: <RX� ZLOO� UHFHLYH� WKH� VFRUH� IRU� \RXU� ¿QDO� H[DP� LPPHGLDWHO\� DIWHU� LW� LV�
submitted. A score of 70% or better is required to pass. 

• &(57,),&$7(�2)�&203/(7,21��Will be available in your account to view online or 
print. If you do not pass an exam, it can be retaken free of charge.
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CHAPTER 1: CHANGING 
THE ORGANIZATIONAL CULTURE

Chapter Objective

After completing this chapter, you should be able to:
• Recognize the need to change an organizational culture in order to be Agile.

Culture isn’t just one aspect of the game, it is the game.

—LOUIS GERSTNER1

For most organizations, the shift to Agile management and Strategic Agility means a change in 
RUJDQL]DWLRQDO� FXOWXUH²SHUKDSV� WKH� PRVW� GLI¿FXOW� WKLQJ� WKDW� DQ\� RUJDQL]DWLRQ� FDQ� DWWHPSW�� $Q�
organization’s culture comprises an interlocking set of goals, roles, processes, values, communications 
SUDFWLFHV��DWWLWXGHV��DQG�DVVXPSWLRQV��PDQ\�RI�WKHP�XQVSRNHQ��7KH�HOHPHQWV�¿W�WRJHWKHU�DV�D�PXWXDOO\�
UHLQIRUFLQJ� V\VWHP� DQG� FRPELQH� WR� SUHYHQW� DQ\� DWWHPSW� WR� FKDQJH� LW�� 7KDW¶V�ZK\� VLQJOH�¿[� FKDQJHV��
such as the introduction of lean practices or of Agile management, may appear to make progress for 
a while, but eventually the interlocking elements of the organizational culture often take over and the 
organization is inexorably drawn back into its preexisting culture.

The bad news: Most efforts to change an organizational culture fail. This causes some people to question 
whether it is even worthwhile trying. Let’s look at an example of success: Curt Carlson’s introduction of a 
culture of innovation at SRI International.

In 1998, when Curt Carlson became president and CEO of SRI, it was practically bankrupt. It had been 
established in 1946 as a research institute headquartered in Menlo Park, California. The trustees of 
Stanford University formed SRI as the Stanford Research Institute, a center of R&D and innovation, 
initially to help support economic development in California and then the world. It is now an independent 
company.

When Carlson became CEO, the management challenge was massive. SRI had almost run out of money. 
,I� LW�GLGQ¶W�FKDQJH�� LW�ZRXOG�KDYH�WR�VHOO�RII�DVVHWV�� ,W�KDGQ¶W�PDGH�D�SUR¿W� LQ�\HDUV��65,�KDG�H[FHOOHQW�
people and a legendary history as the inventor of the computer mouse, the modern personal computer 
LQWHUIDFH��WKH�¿UVW�$53$�QHW�PHVVDJH��XOWUDVRXQG�LPDJLQJ��DQG�PXFK�PRUH��%XW�LWV�RUJDQL]DWLRQDO�FXOWXUH�
had become dysfunctional. Carlson’s predecessors had tried tighter top-down control, but that crushed 
innovation. They had tried bottom-up innovation but that led to chaos. The organization was in a spiral of 
decline. Lack of trust. Lack of collaboration. Failure to share resources. Ineffective operational controls. 
$QG� SRRU� ¿QDQFLDO� UHVXOWV�� 65,¶V� RUJDQL]DWLRQDO� FXOWXUH� KDG� EHFRPH� VR� WR[LF� WKDW� PDQ\� TXHVWLRQHG�
whether it could survive.

1. L. Gerstner, Who Says Elephants Can’t Dance? (New York: HarperCollins, 2003), 182.
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Over the next sixteen years with Carlson as CEO, SRI and its organizational culture were transformed. 
65,�WULSOHG�LQ�VL]H��EHFDPH�SUR¿WDEOH��DQG�FUHDWHG�PDQ\�ZRUOG�FKDQJLQJ�LQQRYDWLRQV��2QH�RI� LWV�EHVW�
known successes was Siri, the personal assistant on the iPhone.

Under Carlson’s leadership, SRI molded its organizational culture to become highly collaborative. It 
produced a series of market-creating innovations worth billions of dollars. I talked with Carlson about 
what was involved in the culture change. How did SRI become a serial innovator? Why had he succeeded 
where so many others have failed? What elements led to success?

Interestingly, one key element in changing SRI’s culture was that Carlson never talked about “changing 
the culture.” “People are generally proud of their culture,” he says. “So if you go into an organization and 
talk about changing the culture, it makes people wonder: ‘What is he talking about? What’s wrong with 
my culture?’ You don’t want people worrying about this. I never once used the word ‘culture’ at SRI in 
any of my discussions with the staff. What I talked about was what we needed to do. I had a couple of 
big themes. And I repeated those themes all the time. I never used the words, ‘culture change,’” he says.

What did Carlson talk about? He arrived at SRI with the notion that inventive ideas were not enough. 
He set out to develop a methodology for rapid, large-scale, serial innovation, starting with a focus on 
important customer and market needs addressed with compelling hypotheses for both the product 
offering and the business model. His insight was that, until that was done, all efforts at technical 
development would be premature, if not a total waste. He had seen most efforts at innovation fail for 
these reasons—no customers and no business model. His game plan included many of the hallmarks 
of Agile management: a focus on important customer and market opportunities; rapid, continuous team 
and customer cocreation; mostly self-organizing teams led by champions; positive human values and 
LQFHQWLYHV��DQG�D�VSHFL¿F�YDOXH�FUHDWLRQ�methodology that assures a high probability of success. Carlson 
wanted to go further and develop a value-creation playbook that would apply to the entire enterprise and 
generate multibillion-dollar innovations on a continuing basis.

Carlson saw that SRI had strengths on which he could build, including being in the center of Silicon 
Valley. The SRI staff were technically excellent, as they were in most of the companies he had worked 
in. The problem wasn’t the staff. A key problem was the focus of the initiatives being developed. Too 
often, they were interesting, but not important. The initiatives were managed and developed in an ad hoc 
fashion. And staff members were working together mostly as individuals, not complete teams.

Carlson had the advantage of arriving at SRI with a track record of successful innovations at the Sarnoff 
&RUSRUDWLRQ�� D� VXEVLGLDU\� RI�65,��&DUOVRQ�KDG� OHG� WKH� LQLWLDO� GHYHORSPHQW� RI� KLJK�GH¿QLWLRQ� WHOHYLVLRQ�
(HDTV) and a system to assess broadcast image quality, both of which received Technology and 
Engineering Emmy Awards. He had pioneered the commercialization of R&D at Sarnoff and helped form 
over a dozen new companies while he was there.

Given this track record of accomplishment, Carlson had the support of his board, who trusted that he 
would succeed, even if they didn’t have a deep understanding of his value-creation methods. After all, 
they were mainly senior operating managers—superbly accomplished professionals, but with different 
skills.
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Carlson’s track record of technical achievement also gave him credibility with the staff of SRI. He wasn’t 
D�PDUNHWLQJ�JX\�RU�D�¿QDQFH�ZKL]��+H�KDG�OLYHG�WKH�OLIH�RI�D�VFLHQWLVW�DQG�DQ�HQJLQHHU�DQG�KDG�HQMR\HG�
success at the highest levels. He had written serious technical papers and given talks at professional 
conferences. He had the kind of credibility that is important with technical staff, who worried that an 
incoming CEO might be coming in to “dumb the place down.”

Carlson saw that he had to change the basic way in which work got done at SRI. The previous presidents 
were not bad people. They were highly successful professionals in their previous roles. They were doing 
what they knew. The problem was that they were using an obsolete management model.

Carlson arrived with the notion that SRI had to make basic changes to focus on important customer and 
market needs. They would have to develop a value-creation methodology that would allow SRI to deliver 
higher customer value than its global competitors. The goal was to be the best at delivering new, high-
value technical innovations. In a globalized economy, SRI’s FRPSHWLWLRQ�ZDV�ZKLFKHYHU�¿UP�ZDV�WKH�EHVW�
RQ�WKH�SODQHW��+H�DOVR�VDZ�WKDW�LI�65,�ZDV�WR�EH�¿QDQFLDOO\�VXFFHVVIXO��LW�ZRXOG�QHHG�WR�EH�V\VWHPDWLFDOO\�
hunting for “big game”—market-creating innovations with the potential of hundreds of millions of dollars 
of market value.

I asked Carlson what happened when he arrived at SRI and started talking like this.

“Well,” says Carlson, “some of the people just loved what I was saying, and some of them hated it. They 
thought that aspiring to be the best in the world was ridiculous. But I was convinced we could do it, 
because we had achieved that at Sarnoff.

³,� HYHQWXDOO\� UHSODFHG� HLJKW� YLFH� SUHVLGHQWV�´� KH� VD\V�� ³,� GLGQ¶W� ¿UH� DQ\ERG\�� 7KH\� ZHUH� DOO� VROLG�
professionals, but they didn’t want to work in the new way and they left, one after the other. Because we 
were basically bankrupt when I got there, we didn’t have any money to hire new people. I now think of it 
with some amusement as a total-immersion method for learning how to create a business!

“Even though we initially had no funds to hire new people, I didn’t consider that a handicap,” says 
&DUOVRQ��³:H�ZHUH�DEOH�WR�¿QG�SHRSOH�ZKR�ZDQWHG�WR�ZRUN�WKLV�ZD\��-XVW�WUHPHQGRXV�SHRSOH��<RX�GRQ¶W�
need thousands of people today. You need a few excellent people who want to work collaboratively and 
SURGXFWLYHO\�RQ�LPSRUWDQW�RSSRUWXQLWLHV��:KHQ�WKH\�¿QG�D�SODFH�WR�ZRUN�OLNH�WKDW��WKH\�FRPH�DQG�WKH\�
stay.”

7KHUH�ZHUH�VRPH�GLI¿FXOW�PRPHQWV�DW�WKH�VWDUW��&DUOVRQ�JLYHV�RQH�H[DPSOH�

³,Q�P\�¿UVW�PRQWK��,�JRW�D�SKRQH�FDOO��,�OHDUQHG�WKDW�D�WHDP�KDG�PRYHG�LWV�ODERUDWRU\�DW�QLJKW�IURP�RQH�SDUW�
of the company to another without telling anybody. Imagine! I called up the vice president and said, ‘Do 
you want to undo this?’ He said, ‘No, that would be too hard and destructive.’ So, I called a meeting that 
brought everyone together,” Carlson says. “I explained that from now on, we weren’t going to behave 
that way. If anybody did this again, the entire management chain would have to go somewhere else.

“It sounds like crazy stuff, and it was exactly that: crazy stuff,” he adds. “When an organization has been 
in decline for decades, it becomes dysfunctional. There were all kinds of team-destroying behavior going 
on. Every week it was something else. People often asked me why I had taken the job. It was because I 


